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of Operations 
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NGtIMCOMES (LOSS) Maio eric ke ope kes ee ks 


Per common share 
Income (loss) before extraordinary items ................... 
NetzincOmen(lOSS) gees eee eer re er ren Shree eet one et aie 


Average number of shares outstanding ........................ 


1973 
$1,509,342 
1,227,745 
1,306,052 
206,741 


ali 
25 


830,772 


1972 
$1,240,179 
959,898 
1,259,643 
(35,947) 


(.03) 
(.05) 
758,752 


President’s Report 


TO OUR SHAREHOLDERS: 


1973 has been a year of constructive achieve- 
ment for the company. It has been a year of 
further growth in our product lines, of pene- 
tration of new market areas and of success 
financially. 


FINANCIAL HIGHLIGHTS ARE: 


1. Our income before taxes and extraordinary 
items was $203,290 compared to a loss of 
$19,464 in the previous year. Through 
continuing programs to increase our pro- 
duction efficiency, coupled with maximum 
effort to maintain a high degree of utilization 
of our resources, we have been able to 
absorb a 22% increase in our sales volume 
with no significant change (4%) in our total 
cost. 


2. Our working capital position is now even 
compared to a working capital deficit of 
$197,000 the previous year. This change has 
been brought about primarily from funds 
generated through our profitability. In the 
coming year this trend in working capital will 
increase sharply as the central processor 
and some peripherals in our Toronto Centre 
are now paid for in full and the final payments 
on the balance of peripherals will be made 
in October 1973. This, coupled with further 
improvements in profitability, will continue to 
strengthen the company financially in the 
coming year. 


3. Our long term debt has decreased from 
$370,606 to $73,304. This decrease is due to 
the conversion of a $200,000 debenture in 
January 1973 and the repayment of other 
forms of debt primarily related to our 
computer equipment. 


With the further development of these finan- 
cial trends toward a strong working capital 
position and the elimination of long term 


debt, Comtech is developing a financial 
position that will prove advantageous in the 
coming years as the Canadian Computer 
Industry moves into a consolidating phase. 


OPERATIONAL HIGHLIGHTS ARE: 


1. Our new payroll product AUTOPAY and 
our ACCOUNTS RECEIVABLE product 
reached an annualized billing level of near 
$100,000 by the end of our year. This billing 
level reflects the market acceptance of our 
new products in the Toronto and Montreal 
areas. This market acceptance is more 
clearly seen in our internal operations with 
a steady inflow of new clients using these 
services. 


In the coming year we expect this trend to 
accelerate as our General Ledger and 
Accounts Payable systems gain market 
acceptance. 


2. Our licensing activities also showed 
marked growth in the latter part of the year. 
In February 1973 we entered into an agree- 
ment to make both our Canadian and U.S. 
Paymaster systems available on large scale 
1.B.M. equipment. Through this agreement 
we have obtained contracts for the 
processing of over 15,000 employees. 
These systems are now fully operational and 
we expect during the coming year to be 
processing payrolls on a remote job entry 


basis from Newfoundland to British Columbia. 


In April through Comtech U.S.A. Inc. (of 
which we own 70% of the stock) we 
commenced a general marketing program in 
the U.S. for the licensing of our Paymaster. 
System. While this new program increased 
our cost levels in the latter part of the year, 
without a corresponding increase in revenue, 
we have seen an excellent acceptance of 
our systems and expect substantial income 
generation through this area in the coming 
year. 


While our total licensing agreements have 
had little effect on improving our profitability 
in 1973, this area appears to have the 
greatest potential for rapid growth in the next 
five years. Software licensing has extremely 
high leverage and should provide substantial 
increases in the company’s earnings in fiscal 
1974 and future years. 


3. In May the company relocated its Head 
Office and its Toronto Centre to new quarters 
at 5 Fairview Mall Drive. Our new facilities 
will provide for our anticipated expansion 
over the next five years and will allow Com- 
tech to increase its activities in the area of 
client training. 


Through our policies of specialization, Com- 
tech has now emerged as the second largest 
independent payroll processor in North 
America and is the leading company in 
Canada. With further concentration of effort, 
we believe our Paymaster product will be one 
of the standard payroll systems in use 
throughout North America within the next 
five years. 


On behalf of the Board of Directors 


President 


August 27, 1973 


COMTECH : 


Computer Package Acco 


...a package for grow’ 


Today, Comtech is processing over 600 payrolls for large, 
medium and small companies and this continues to be 
the main thrust of the business. In 1970, Comtech pre- 
dicted that it would become the number one supplier of 
payroll services in Canada. -The company’s successful 
marketing strategy is evidenced in this year’s financial 
statement. 


The software design team that made payroll such a 
winner developed and introduced additional accounting 
packages last year. With these additions, Comtech can 
now offer complete Computerized Package Accounting to 
Canadian business. With its added computing power cap- 
able to handling large-scale payrolls and its new policy 
by which large organizations as well as other data centres 
may use the Paymaster system under license, Comtech is 
confident of enhancing future profitability. 


One of the first licenses to be granted for using Pay- 
master was issued at the end of 1971. The company is 
now ready to pursue this business in volume and has 
been actively marketing in this area since April of this 
year. 


Here is a brief description of Comtech’s product line 
of Computer Package Accounting systems. 


Payroll services 


Industry comparisons of payroll packages has placed Pay- 
master payroll system in the top spot in North America. 
It is at least equal to any other system on all points of 
comparison and superior in many of them. Added to 
this fact is that Paymaster is considerably less expensive 
than other comparable payroll systems. 


Paymaster is an extremely sophisticated system geared 
to the employment patterns of the largest organizations 
with the most complex requirements. There are currently 
over 600 payrolls on Paymaster some of which service 
as many as 10,000 employees across Canada. 


For smaller organizations and companies, with less 
complex payroll requirements, Comtech developed 
another package called Autopay. It is primarily designed 
for companies with 20 employees and upwards where 
fewer than 12 deductions are required. For a few cents 
a cheque, small companies can avail themselves of the 
benefits of a computerized system that takes care of all 
deductions, cumulative reports, UIC records and the 
year-end preparation of all T-4 slips. 


Salaries and wages are in most cases the highest cost 
factors in business. Where these costs must be distributed 
to specific jobs, departments, burden centres or products, 
Comtech has developed a package to simplify the prob- 
lem. The package is called Job Costing and dovetails 
with the payroll systems in order to distribute labour costs 
to the required cost centres. In addition, machines, 
materials and supplies can be distributed to provide up 
to the minute costs for comparison with budgets. 


Since all information concerning each employee is 
included in his payroll file, Comtech developed a spinoff 
service for the personnel departments. From the com- 
puterized records, cards for the use of any department 
that may require them, are prepared. In some instances, 


complete sets may be kept in alphabetical order, in order 
of employee number, by seniority dates and so on. 


Accounts receivable services 


The Accounts Receivable package is one of the new 
accounting products introduced for the first tire last year 
at the Canadian National Business Show. It is designed 
to speed up collections and cashflow, control credit limits, 
eliminate bookkeeping machines and specialized staff, 
ledger posting and statement preparation. 


Customer invoice copies are picked up weekly, key- 
punched and returned with a batch listing for easy editing 
and a weekly aging of all accounts. Customer payments 
are recorded on a standard input form for easy entry into 
the computer. A copy of the same form is used as a 
deposit slip at the bank. 


The customer receives a monthly sales journal detailing 
the customer number, invoice number, date, Federal and 
Provincial sales tax, discounts, freight charges and invoice 
amounts. He also receives a monthly aged trial balance 
on which each customer’s credit limit is flagged. From 
this information the computer can provide a_ sales 
analysis showing such statistics as sales by salesman by 
product group, customer by product group, sales by ter- 
ritory by commission class and sales by salesman by cus- 
tomer. From these reports management can quickly pin- 
point profitable areas of the business and spot potential 
markets. 


General ledger and 


accounts payable services 


The General Ledger and Accounts Payable packages are 
also new services introduced for the first time last year. 


With the GL package, all receipts and disbursements 
are posted to an input sheet during the month. These - 
sheets are collected and keypunched for input to the 
system which produces a General Ledger trial balance 
and Financial Statements along with fully detailed source 
journals. 


The package has some special features such as provi- 
sion for inserting budget figures, a full description of each 
accounting entry which is carried throughout the system, 
individual account analysis, a source and application of 
funds report and the ability to combine accounts automa- 
tically in up to three different ways. Consolidated state- 
ments from multiple levels of an organization with item 
descriptions from the lowest to the highest level, can be 
produced. 


This package shortens month-end closing, provides 
budget comparisons, reduces the need for working papers 
by 75%, produces readjusted year-end statements and 
fully descriptive audit trials. 

The Accounts Payable package provides the user with 
a systematic method of paying accounts by providing the 
immediate and accurate information needed to decide 
which vendors should be paid and when. The system 
gives complete and automatic distribution of all payments 
to their proper accounts. 


Licensing activities 


] Gross Computer Services Revenue 


Until recently Somtech’s Paymester pay 
only been avaliable through Comiech’s 
paid for at so much per cheque depen 


rvice has | 
enire and 
‘he nuniber Package Revenues 


of employees on the payroll. 

In 1972 Comtec! negotiated its (i: can licensing 
agreement through vhich Pay service is 
being offered in easiern Unite 3 af This has 
proved to be a profitable arrancem smce it involves 
no equipment cash outlay or oihe eod and immedi- 
ately started generating royaliy fo) »y Comtech. 
During the last year, the U.S. cenit ng Paymaster 
have added $250,000 in new pa ae 

This year, Comtech has : Iy promoting 
similar licensing arrangement: o other cata 
centres and also to large con organizations 
that wish to process their own pa re © company 
is spending more than $3,600 a y yro.. program 
maintenance, it can save money b aymaster. 

At present, over 40,000 people eiig paid by 
companies and data centres id raymaster under 
license. The expansion of licensing botn domestically 


and abroad, is expected to coni 92 a steady growth 
to company profits. 


ate 


Comtech’s new head office location in Willowdale, Ontario. 


Loading a tape in the data centre for a 
report run. 


_ d i a 
Client tapes are carefully stored under Special Comtech Report Forms used on this Service Department checks input forms with 
maximum security. printer, are part of the total service. client before data is entered into computer. 
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ASSETS 
1973 1972 
CURRENT ASSETS (Note 1) 
GASH Pacers e Usted Sierra py Eta cA ot A eae $ 34,739 $ 841 
Accounts: receivable: x5 cs. tomar neste aes ene 223,405 224,190 
INVeENtOni6S:, “at “COST ass sie sett cee ase eee ee eee er ra eer ee eee 27,998 13,674 
Prepayments andi-adVancest sey ye merc n a art ne ae ner 13,071 18,180 


299,213 256,885 


FIXED ASSETS (Note 2) 


(6) Sa eae or een tn BERN hte er tat Na ie gel oA ty bee 886,362 876,410 

Accumulated’ “depreciation® yee. cee eee ee 415,092 341,939 

471,270 534,471 

PACKAGE PROGRAMMES (Note 3) ..................................... 131,671 129,354 

OTHER ASSETS AND DEFERRED CHARGES (Note 4) ..................... 20,666 27,693 
EXCESS OF COST OF INVESTMENT IN SUBSIDIARIES OVER NET ASSETS 

ACQUIRED. (Note! 1)un pe ee eta cry ee ent ery nace une il 595,729 601,809 


Signed on behalf of the Board: 


$1,518,549 $1,550,212 


Consolidated Balance Sheet as at June 30, 1973 


LIABILITIES 


CURRENT LIABILITIES 
Bankeindebtednessi tcc sateen oe. ee ee ee 
Accounts payable and accrued liabilities .... tia aka ht a ee bh ee oe 
Current maturities on long-term debt (Note 6) .................... 


LONG-TERM DEBT (Note 6) ...................... Peale An OU ere Ee 
PMINOMITVOINIEREOD. .. Saree. ae ek Pele Shes SAS eee AY Ee ae ee 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (Note 7) 
Authorized 


14,490 5% First preference shares $10 par value, cumulative, 
redeemable at $10.20 a share 


157,482 3% Second Preference shares $1 par value, non-cumulative, 
redeemable at par 


2,000,000 Common shares, $1 par value 


Issued 

A490 #5 oon Preference “Shales pe: cose ae hn ee eee 
Be AS? sa°o Prelerenes. SHAKES ©. - G45. eins 4 a eae eet sy ees 
BS ASSECOMIMON SIAL CS oon eine feate ta, 9 oes ee eel er cer 


CONTRIBUTED SURPLUS (Note.0) ../..0.0. cea ee 
RETAINED EARNINGS (Deficit) (Note 9) ..................0. cee denen. 


1973 1972 
(Note 1) 
$ 45,000 $ 145,142 
160,947 181,360 
97,301 126,544 
303,248 453,046 
73,304 370,606 
4,536 1,310 
381,088 824,962 
44,900 44,900 
55,482 55,482 
872,463 760,313 
972,845 860,695 

93,320 a 
71,296 (135,445) 
$1,518,549 $1,550,212 


COMTECH GROUP INTERNATIONAL LIMITED AND SUBSIDIARIES 


Consolidated Statement of Income 
FOR THE YEAR ENDED JUNE 30, 1973 


1973 1972 
REVENUES (Note 1) 
Package processing and related services ........................... $1,227,745 $ 959,898 
Custom*worksandsotnen: = 0,2 cde er ee eee ee eee 281,597 280,281 
J 1,509,342 1,240,179 
COSTS AND EXPENSES 
Salaries and benefits ..... cD Eur ene at SOE) Slee ae | Org RUS ae SS 385,669 383,198 
ComputensOperations in. s,s eee ee eee nara 600,065 492,375 
Marketing@ands administration sass siete iter eaten ena ame eee 320,318 384,06 / 
Income (Loss) before taxes and extraordinary items ...................... 203,290 (19,464) 
Provision for income taxes and minority interest 
Income taxes (Note 10) 
= GUITEM Teo sera. 3 ete ances Bote et cectgt ree al ner eee 36,866 4,140 
= Deferred e205 ins FRE eae ek ee ae 66,378 an 
103,244 4 
Minority interest: 2.22 26.5 eae seca eee ee 3,339 1 
106,583 5 
Income (Loss) before extraordinary items). 71a eee eee ee | 96,707 (24,6 
Extraordinary items 
Tax recovery due to application of tax losses forward ................. 100,348 10 
OSS LONECISPOSalEOf=CUSTOME lal Steen aan — (20,237) 
MiscellanGouls: s2eke a. che bia eet eee eee ee pe ee 9,686 (1,767) 
110,034 (11,023) 
NET.INCOME (LOSS) 3.) 6 eee 206,741 (35,947) 
EARNINGS PER SHARE 
Income (loss) before extraordinary items ............................ 32 (.00. 
Net income (loss) ......... sip can Rivals eS es een Arar aos a Reta a .25 (.05) 
Average) number of Sharessoutstanding) ase ene 830,772 758,752 
Consolidated Statement of Retained Earnings 
FOR THE YEAR ENDED JUNE 30, 1973 
1973 1972 
Retained) Earnings: (Delicit)katiotarteOfe¥iecatir srs ein eee $(135,445) $(216,555) 
NET INCOME: (LOSS) Fo 0 a ee en sto pe ee ape ae ee ee 206,741 (35,947) 
71,296 (252,502) 
Transfer: from contributed surplus (Note 9) .........:...5...............:... —_ 117,057 
RETAINED EARNINGS (DEFICIT) ATEND OF YEAR ....................... $ 71,296 $(135,445) 


COMTECH GROUP INTERNATIONAL LIMITED AND SUBSIDIARIES 


Consolidated Statement of Source and Application of Funds 
FOR THE YEAR ENDED JUNE 30, 1973 


1973 1972 
SOURCE OF FUNDS (Note 1) 
Operations 
INGimInCOMmes (EOSS)\"e 2: ewer eerie gee New ean a pe Be $ 206,741 $ (35,947) 
Charges not requiring funds 
Depreciationeonsiixedeassetsus.. at.0) 6 ad st eh ans | a 107,118 105,994 
HOSSTONECISpoSalsOlmixedrasSeisiey sn tenes fees ee es oe —_— 2,214 
AmMOizationsofadeferred charges: .. 5.2.4.0. 420 4 esq 52-42- 4-5: 47,474 38,815 
FosszonpdisposaleolcustomenliSte a) tte ee — 20,231 
Provision for deferred taxes and minority interest.............. 675 (6,990) 
362,008 124,317 
ISSUCHOTACOMMONsShAalreStOlaCasSh meena a pee te eee eran 12,510 3,150 
Loan from the Industrial Development Bank ........................... — 50,000 


$374,518 $177,467 


APPLICATION OF FUNDS 


RULCKESD FOL XOG ASSES: (MOL) 9. ee co a ad nk Phy, WaeR Sr Swe e dood $ 43,917 $ 12,218 
Package programme development costs .............................. 47,254 44,317 
Retirement of long-term debt 

NotesconncOmputermequipment= a ueeme trite qre een fe 80,501 111,544 

OUUAVEL? tow so hae ne DAD Ree ace 5, cha Sa eee sk ep AR Pe ee ea aL Cre ee 16,800 15,000 
Investment in shares of subsidiaries less working capital at dates of 

ACGUISITON I oe heh ance eet wh, Se tcp ip A SN ire) beat vg M, (6,080) 13,488 

MISCEIANCOUS eae ir era ee ee eT ae ane ee cs een) -— 3,006 

182,392 199,573 

INCREASE (DECREASE) IN WORKING CAPITAL POSITION ................. 192,126 (22,106) 


$374,518 $177,467 


Auditors’ Report 


To the Shareholders of 
Comtech Group International Limited 

We have examined the consolidated balance sheet of Comtech Group International Limited and _ its 
subsidiaries as at June 30th, 1973 and the consolidated statements of income and retained earnings and source 
and application of funds for the year then ended. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as we considered necessary in 
the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial position of the companies 
as at June 30, 1973 and the results of their operations and source and application of their funds for the year then 
ended in accordance with generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. 

Toronto, Ontario, LAVENTHOL KREKSTEIN HORWATH & HORWATH, 
August 20, 1973. Chartered Accountants. 


COMTECH GROUP INTERNATIONAL LIMITED AND SUBSIDIARIES 


Notes to 1973 Consolidated Financial Statements 


1. 


PRINCIPLES OF CONSOLIDATION 
The consolidated financial statements include the accounts of the following principal subsidiaries: 


Name of Subsidiary Date Acquired Percentage Owned 
Comtech Group Limited June 3, 1969 100% 
Subsidiaries of Comtech Group Limited 
Comtech (Central) Limited March 30, 1968 100% 
Comtech Limitée August 7, 1968 100% 
Commercial Computer Services Inc. November 3, 1969 99.5% 
Comtech New England Inc. May 29, 1970 100% 
Subsidiary of Comtech New England Inc. 
Comtech (U.S.A.) Inc. S Feb. 1, 1972 70% 


On March 31, 1973 Comtech (Central) Limited was wound-up. The operations of this company have since 
been conducted by its parent, Comtech Group Limited and thus the excess of cost of investment in subsidiaries 
over net assets acquired amounting to $23,265 pertaining to Comtech (Central) Limited is still being carried. 


The 1972 financial statements, presented for comparative purposes, have been reclassified to reflect consolida- 
tion of Comtech (U.S.A.) Inc., which had previously been recorded on the equity basis. This reclassification 
has no effect on consolidated net earnings as previously reported. 


It is the company’s policy not to amortize excess of cost of investment in subsidiaries over net assets acquired 
since management is of the opinion that there has been no diminution of value. However, certain items are 
treated as a recovery of part of the purchase price, where such items relate to events prior to the dates of 
acquisition. Such recoveries are credited to goodwill and in 1973 amounted to $6,080 ($8,200 in 1972 and 
$48,620 cumulative to date) composed primarily of income tax recoveries resulting from losses occurring 
prior to dates of acquisition. 


FIXED ASSETS 


1973 1972 
Accumuated 

Cost Depreciation Net Net 
Computernequipmentaeee et eee eee $ 719,793 $ 329,993 $ 389,800 $ 469,509 
Magnetic! Tapesitertce tt. ce ee 35,392 26,077 9,315 14,247 
Furniture and office equipment ................ 94,234 49,917 44,317 48,337 
Leasehold improvements ..................... 36,943 9,105 27,838 2,378 
$ 886,362 $ 415,092 $ 471,270 $ 534,471 


The company depreciates its fixed assets on a straight-line basis over their estimated useful lives. Total 
depreciation during 1973 was $107,118 ($105,994 in 1972). 


PACKAGE PROGRAMMES 


1973 1972 
Balance: at beginningof: year aerial tee Aen eee oes wit oe er een eet $ 129,354 $ 121,807 
Package programme development costs capitalized during the year ............. 47,254 44,317 

176,608 166,124 
Amortization of, package=programmesy area retro eet cee eee 44,937 36,770 
Balance“at*end)-Of Yearsen.. cen cn etic ee Ce ees FON RO Ra aa es ee $ 131,671 $ 129,354 


It is the company’s policy to capitalize the costs of package programme development and to amortize such 
costs on a straight-line basis over a five-year period, commencing in the six month period following incurrance 
of the costs. 


OTHER ASSETS AND DEFERRED CHARGES 


1973 1972 
Deterred::financing..oxpense wa wes. kiawewaco ee erukoee eae Varnc mR ee Creer nearest _ $ 9,677 
Deferred income’ taxes) GNOte! 10) sere ere er ee ee ee 19,050 16,500 
Miscellaneous. ©, ner eon etch ea een nu ee ere ree 1,616 1,516 


$ 20,666 $ 27,693 


COMTECH GROUP INTERNATIONAL LIMITED AND SUBSIDIARIES 


5. BANK INDEBTEDNESS 
Accounts Receivable have been pledged as security for bank indebtedness. 


6. LONG-TERM DEBT 


Lien notes payable on computer equipment (at interest approximating prime bank 
borrowing rates). 


Monthivyaprincipalkof: $2522. ton Ee bhuany a197.3 mmenaenens wees en gener neu eee 
WMonthivaptincipaleotesip7oomtOy OCLO Dehn OG memes aera aie re erence 
MonthivaptincipalsofusOullecstOmNiarch al Os Dae meee anit eres ena rary 


Convertible debentures payable 
7%2% convertible, unsecured debentures to certain directors and senior officers 
Loan payable 


912% Secured loan payable to the Industrial Development Bank, $1,400 principal 
MOMUM VstOre ULV 01 Ooi neenme nee kn meet Aen thsi seren rs: Mees smu tnn AE wy Aagbaitem Gee's canes 


FEGSSHEGUT FON UaMaUinl tS: gar marae te wre eine acon ra ate in erre semen nies fc mel Np tre Rawle Ra ay 2 


1973 1972 
$ — $ 16,976 
7,037 28,128 
128,568 202,046 
135,605 247,150 
— 200,000 
35,000 50,000 
170,605 497,150 
97,301 126,544 
$ 73,304 $ 370,606 


During the year, all of the debentures were converted into 100,000 fully paid common shares at $2.00 per share. 


The aggregate amounts of principal payments required for retirement provisions in each of the next five years 
are as follows: 


NOTA ecucter $ 97,301 
UY Biotat ars cart 71,904 
Ue eek 6 os 1,400 
USTs cone aces = 
UNAS co, 6 ba ot = 


The above amounts include the Industrial Development Bank loan based on contractual obligations. However, 
the company retired this loan in July, 1973. 


SHARE CAPITAL 


The company has an incentive stock option plan which provides for the issuance of five-year options to officers 
and key employees to purchase common shares at prices approximating market values at the dates of grants. 
These options become exercisable on a cumulative basis 20% per year. During the years ended June 30, 
1973 and June 30, 1972 the following changes with respect to the plan occurred: 


1973 1972 
Optionszoutstandingratabeginningof yeala s+ arte ee an So ere 28,050 29,250 
Options: grantedsC$2.25uina1O(2)e are cee aren em reer ee eer — 6,000 
Options exercised ($1.00 to $1.40 in both years) .......................... (12,150) (2,950) 
Options <expireGi es. tr ae ee eC TT a nats.) (2,000) (4,250) 
OptionsxoutstandinGeataendofsyeatia-. ecm ec eee eee nr nee = 13,900 28,050 


On the options outstanding at June 30, 1973 (7,050 until March 24, 1975, 850 until April 23, 1976 and 6,000 
until March 22, 1977) the average option price was $1.56 per share. There are 2,200 shares available for 
future grants. 


The increase in common share capital during the year is as follows: 


Number of Par 

shares Value 
Outstanding ats beginnings Of yoar s/s. cn. use be Lee eto oe ehagi ross 760,313 $ 760,313 
GOnvVErSiOn Ofer. 12.95, GEDEMULES se Ceca ee nee nn ot Be eeica ten coed: 100,000 100,000 
Exerciser of StOCKsOPtiONnS vere eee aoe ory rae ee eee oe ecw cece ey, 12,150 12,150 
872,463 $ 872,463 


Dividends on the 5% cumulative preference shares have been paid to June 30, 1954. Arrears of dividends 
amount to $42,655 on the 4,490 shares outstanding. Since the company failed to pay more than three 
consecutive half-yearly dividends on the 5% cumulative preference shares and more than four consecutive 


COMTECH GROUP INTERNATIONAL LIMITED AND SUBSIDIARIES 


11. 


12. 


half-yearly dividends on the 3% non-cumulative preference shares, both classes of shares carry voting rights. 


One of the subsidiary companies has unpaid cumulative preference dividends owing to minority shareholders 
in the amount of $5,906. 


CONTRIBUTED SURPLUS 


Balance ‘at beginning Of Year’ <6 2. cies op eels we a Ie ea ean rere ae ac ee $ Nil 
Premium received on common shares issued upon exercise of stock options .................... 360 
Excess of carrying value of debentures over par value of common shares issued on conversion ... 92,960 


Balance at end of year 


RETAINED EARNINGS 


During the years 1972 and 1971, transfers of $117,057 and $568,714 respectively were made from contributed 
surplus to reduce deficit. 


INCOME TAXES 


The company follows the tax allocation principle of providing for income taxes. Under this principle, a tax 
recovery debit of $2,550 ($16,500 in 1972) has been set up in respect of losses represented by unclaimed 
capital cost allowance, since in the opinion of management, it is virtually certain that future earnings will be 
sufficient to realize this amount. 


At June 30, 1973 certain companies had accounting losses totalling $595,657 available to be carried forward 
for potential tax recoveries which have not been recognized in the accounts. Of this amount $322,475 consists 
of unclaimed capital cost allowances which can be carried forward indefinitely. 


Accumulated losses which may be carried forward for income tax purposes are as follows: 


Amount of tax loss Available to 
$ 42,796 1974 
281,250 1975 
97,759 1976 
95,617 1977 
5,973 1978 
$ 523,395 


COMMITMENTS 


The companies are committed to annual realty and equipment rentals of approximately $140,000 until 1977, 
$84,000 in 1978 and $23,000 thereafter until 1986. 


STATUTORY INFORMATION 


The aggregate direct remuneration paid or payable by the companies to the directors and senior officers of 
the company was $91,201 ($104,745 in 1972). 


Total interest paid on long-term debt amounted to $19,936 ($48,175 in 1972). 


